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This is hardly the first time that Ukraine’s
Cabinet has been offered recommendations.
As part of the “US–Ukraine Policy Dialog”
project, the Economics and Business Task
Force organized by the International Centre
for Policy Studies has already made two
proposals for real steps to improve domestic
economic policy that were, unfortunately,
almost entirely ignored by previous
Governments.
In September 2006, a regular meeting of
project participants took place in
Washington, DC. At this session, ICPS was
represented by Task Force Co-Chair and ICPS
public policy specialist Ihor Shevliakov and
the director of ICPS’s European Program,
Olha Shumylo. 
According to the Economics and Business
Task Force, with roughly three years
remaining until the next national election,
Ukraine’s political leaders have a
tremendous opportunity to set aside
political rivalry and concentrate instead on
their country’s development—a task that
will require meticulous design and careful
implementation of the economic reforms
Ukraine desperately needs. The Task Force
recommends seven priority steps regarding
Ukraine’s economic policy: 
Develop a new system for
formulating and implementing
economic policy
All parties to the coalition should
reaffirm their commitment to economic
reforms. The Government and the coalition
should base their economic policies on two
principles. First, the results of free market
development should ensure the long-term
improvement of the living standard of every
Ukrainian, not the private gain of narrow
interest groups. Second, the President,
Premier and coalition leaders should
reaffirm the role of the government in
establishing a free, competitive market
environment in which the private sector is
able to flourish and sustain itself.
The Government’s economic decision-
making should be public and transparent.
The Task Force recommends that the
Government propose its “Competitive
Ukraine” Economic and Social Development
Program to Ukrainian and international
experts for review and feedback, followed by
a series of public hearings involving all
stakeholders at the central and regional
levels. The final program should be based
on the results of expert reviews and public
consultations and only then be approved by
the Government and the Verkhovna Rada.
The institutional capacity of the
Presidential Secretariat for
policy-making should be strengthened.
The Task Force recommends setting up a
policy analysis and policy-drafting unit
based on the model of the Council of
Economic Advisors (CEA) to the President of
the United States. This unit should be made
responsible for writing the Annual State of
the Nation Address of the President before
the Verkhovna Rada and for drafting all
strategic economic policy documents. The
Secretariat should ask the US
Administration for assistance in setting up
this unit, including Twinning projects.
Strategic planning should be instituted 
in the work of the Government. Every
ministry should prepare its own strategic
plans to match the overall strategy of the
Government. Where necessary, strategic
planning units should be set up.
Public administration reform should be
accelerated. The Task Force recommends
the preparation and approval of the Law on
the Cabinet of Ministers of Ukraine and the
Law on the Civil Service, based on the
report and recommendations of the OECD’s
SIGMA program, and the development and
implementation of other necessary
measures related to comprehensive reform
of the civil service. 
Develop more effective domestic
and foreign economic policy 
Raise the country’s level of
competitiveness and national security by
prioritizing a policy of energy-saving and
economic efficiency in the energy sector.
The Government should design and
implement effective and focused measures
to expand energy conservation and
efficiency in the public and private sectors.
In addition, the practice of subsidizing
energy inefficient enterprises and
consumers through regulated rates should
have sunset clauses.
Concentrate state investment on the
reconstruction and establishment of
business infrastructure, primarily
transportation and roads. Allow foreign
investors and domestic business to play a
major role in such programs. Develop and
implement bond issue mechanisms at the
federal and local level as necessary and
expand the use of toll roads.
With WTO accession, avoid decisions that
contradict existing commitments to the
WTO and WTO principles.
Prepare to negotiate a Free Trade 
Area with the European Union. The
Government should immediately design 
and launch a public awareness campaign
highlighting the benefits of free trade 
with EU and run a series of public hearings
on the costs and benefits of an FTA for all
potential stakeholders. Moreover, the
Government should establish its own
negotiating position based on such
consultations.
Establish a favorable regulatory
environment for businesses and
consumers alike
Request the Verkhovna Rada to drop 
the Commercial Code and amend the Civil
Code using the Netherlands Code as a model.
The Ukrainian–American Economics and Business Task Force, which worked 
in Washington in September 2006 as part of the “US–Ukraine Policy Dialog”
project, has published its recommendations to the Ukrainian Government. The
Task Force recommends that the Cabinet of Ministers set up a new system for
formulating and implementing economic policy, to introduce effective measures
to combat corruption, to bring order to the regulatory and tax systems, and to
help civil society institutions to flourish
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Business in Ukraine operates in an
unpredictable and chaotic legal environment
where transactions cannot be structured in
full compliance with the law because of two
contradictory codes: one pertaining to
commercial affairs, the soviet-styled
Commercial Code, and the other a more
market-oriented but flawed Civil Code.
Prepare a new draft law on joint stock
companies. Under the existing law,
majority managers can easily loot
companies of their assets, majority
shareholders can cheat minority
shareholders, and minority shareholders can
force extra-legal, and at times, illicit
changes in management and ownership. 
Cancel excessive regulations according 
to the list proposed by the Council of
Entrepreneurs and bring all remaining
regulations in compliance with the new law
on the system of permits while improving
one-stop shop procedures. Ukraine’s
regulatory system imposes enormous costs
on businesses and fosters corruption. It
needs to be reformed and streamlined.
Institute effective measures 
to combat corruption 
Approve the anti-corruption package
proposed by the President. The
Government should issue regulations
requiring all government appointees, and
their family members, to submit a number
of documents to be scrutinized so as to
minimize corruption: a declaration of
income, expenses, assets and property and a
public transfer of their businesses to asset
management companies.
Improve the management of state-owned
enterprises. Some managers are
cannibalizing their enterprises, stealing
funds and property that belong to the
people of Ukraine and costing billions of
taxpayers’ hryvnia each year. Managers of
state-owned enterprises who are suspected
of fraud and corruption should be
immediately placed on leave until the end
of an investigatory process, prosecuted (if
legally necessary), and subject to legally
mandated punishment. The appointment of
state enterprise managers should be
competitive and transparent.
Introduce transparency to the biggest
state holdings. State holdings such as
UkrZaliznytsia, NaftoGaz Ukrainy and
UkrTelecom, and so on, should prepare and
issue annual public reports on their
performance. They should also be audited
under internationally recognized rules
(such as the Generally Accepted Accounting
Principles or GAAP) by certified auditing
firms.
Provide a public inventory of all property
owned by the state. The Government
should transfer all government property,
including property owned by the
Presidential Secretariat and the Rada, to the
State Property Fund. A register of
state-owned property needs to be compiled
and made public.
Remaining state-owned enterprises
should be auctioned off. Privatization
should be accelerated with a target end
date of 2008 for auctioning-off all
remaining state-owned commercial assets
to be privatized.
Land reform should be completed. 
The Government should complete a
comprehensive land register and land title
registry, and all restrictions on the sale of
land should be lifted. 
Regulate the tax system 
Reform the value-added tax (VAT).
In March 2005, the Ukrainian Government
introduced a highly distorting VAT on
imports of equipment that form part of a
foreign investment in Ukraine. This measure
effectively imposes a 20% tax on foreign
investments, discouraging investors and
slowing economic growth. The Ukrainian
government should drop this tax.
Speed customs clearance and VAT refunds
to exporters. The new Government is
giving mixed signals on the system of
import duties and VAT refunds for
exporters. By not refunding the VAT to
exporters, the Ukrainian Government is
effectively expropriating money from
business and preventing the expansion of
exports, investment and jobs. 
Foster the development 
of civil society institutions 
in Ukraine 
Revise tax laws to encourage the
development of the not-for-profit
sector. The non-profit sector plays an
important role in market economies and
democratic societies, providing charity,
encouraging policy debates, and
contributing to the public good. Ukrainian
non-profits are not allowed to generate
revenues and their sponsors are taxed
heavily, limiting the activities and
development of this sector. 
Facilitate capacity-building among
Ukrainian NGOs, think-tanks and business
and trade associations for their public
policy work, such as policy analysis,
lobbying through coalitions and public
pressure.
The “US–Ukraine Policy Dialog” project
includes a series of working meetings in
Washington and in Kyiv between Ukrainian
and US Government officials, Verkhovna Rada
Deputies and Congressmen, NGOs, business
and the media. These meetings aim to
resolve important issues in relations between
the two countries and also develop and
publish the resulting recommendations. 
For more information about the project visit
ICPS on-line at http://www.icps.kiev.ua/
eng/project.html?pid=94. 
For additional information, contact 
Ihor Shevliakov by telephone 
at (380-44) 484-4400 or via e-mail at
ishevliakov@icps.kiev.ua.
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On 22 December 2006, ICPS presented results of a project called
“Consultations on the Ukraine–EU Free Trade Agreement.”
Undertaken by the International Center for Policy Studies (ICPS)
in cooperation with the Ministry of Economy, this project was
supported by the Swedish Agency for International Development
and the Open Society Institute’s (OSI) Local Government and
Public Service Reform Initiative (LGI).
The main purpose of this project was to assist the Government of
Ukraine in building up a strong position of its side in the
negotiations to sign a free trade agreement with the European
Union. Official talks with the EU could start immediately after
Ukraine accedes to the World Trade Organization, which is likely to
take place in Spring 2007.
For Ukraine, it is important that the agreement cover not only
trade issues but also the regulatory policy, which presumes deep
free trade. ICPS specialists say that deep free trade with the EU
could serve as a tool to modernize the Ukraine’s economy and
support the sustained growth. Deep free trade with the EU would
also simultaneously open EU markets to Ukrainian goods, services,
capital and workers.
Altogether, 15 events were organized during the project with the
participation of representatives of government and business and
independent experts. After the various discussions, analytical
briefs were put together, containing various possible outcomes of
a Free Trade Agreement with the EU for each of these sectors of
Ukraine’s economy, stakeholder positions, and recommendations
for future negotiations. These briefs are available at:
http://icps.com.ua/project.html?pid=110/.
For more information, contact project manager Olha Shumylo by tel.
at (380-44) 484-4400 or via e-mail at oshumylo@icps.kiev.ua.
Results of the “Consultations on the Ukraine–EU Free Trade Agreement” project presented
